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SUBJECT: Extracurricular Activities Fees Tax Credit (Supersedes USFRCS Memorandum No. 49)

Arizona Revised Statutes (A.R.S.) 843-1089.01 alows taxpayers a credit for the amount of any fees or cash
contributions madeto apublic school inthe State for the support of extracurricular activitiesor character education
programs. Taxpayers who file atax return assingle or head of household are digible toreceive atax credit of up to
$200. Laws 2005, Ch. 334, increased the tax credit for married couples filing ajoint tax returnto amaximum of
$300 in taxable year 2005, and $400 in taxable year 2006 and theregfter. If married taxpayersfile separatereturns,
each spouse can claim one-hdf of the tax credit that would have been alowed on ajoint return.

Extracurricular activities are defined in A.R.S. §15-342(24) as optiona, noncredit, educationd, or recreationd
activities which supplement the education program of the school, whether offered before, during, or after regular
school hours. Extracurricular activitiesthat are digible for the tax credit arethose school- sponsored activities that
require enrolled studentsto pay afeein order to participate, including feesfor band uniforms, equipment or uniforms
for varsty ahletic activities, scientific laboratory materids, and in-state or out-of-date trips that are soldly for
compstitive events. However, senior trips or events that are recregtional, amusement, or tourist activities are
specificdly excluded from digibility for the tax credit. Character education programs, asdescribedin A.R.S. 815-
719, include ingructing students in the definition and application of a least Sx of the following character traits
truthfulness, responsbility, compassion, diligence, sincerity, trustworthiness, respect, attentiveness, obedience,
orderliness, forgiveness, virtue, fairness, caring, citizenship, and integrity.

If schools receive contributions that are not designated for a specific purpose, the site council for the school must
determine how the contributions should be used at the school Ste. If a school does not have a site council, the
principd, director, or chief adminigtrator of the school must determine how the contributionsthat are not designated
for a specific purpose should be used at the school site.
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Schoolsexempt from all or part of the Uniform System of Financial Recordsfor Arizona Charter Schools
(USFRCS) mugt follow the procedur esin thismemorandum to comply with State statutesand the Arizona
Department of Revenue (ADOR) regulations. Schoolsexempt from the USFRCS Chart of Accountsmay use
account codes other than those prescribed below; however, aternative account code structures must provide the
sameleve of detall.

Schools may record extracurricular activities fees tax credit moniesin the Schoolwide Project or may establish a
separate project titled “ Extracurricular Activities Fees Tax Credit.” Thisseparate project should be numbered inthe
1500-1599 Other Specia Projects series as outlined in the USFRCS Chart of Accounts. Revenue object code
1790—Extracurricular Activities Fees Tax Credit from the Chart should be used when recording thesemonies as
revenues. Schools should maintain detailed accounting records to document that moniesrecelved are used for the
school and purpose intended by the taxpayer, or the purpose determined by the Ste council (asindicated above).
The program, function, and unit dementsin the Chart may be used to provide such detail.

Schools should prepare and issue a prenumbered, numericaly controlled cash receipt form to each fee payor or
contributor. The form should include the school number, school name, taxpayer name and address, amount
received, date, and description of the activity for which the fee was paid.

Reporting Requirement

Laws 2005, Ch. 272, reduced the reporting requirements for charter schools. Schools arerequired to fileareport
with ADOR by February 28 of each year, on aform prescribed by ADOR, that includes thefollowing information:

The total number and dollar amount of fees and contributions received during the previous caendar year.
The total dollar amount of fees and contributions spent by the school during the previous cdendar yeer.

A revised form (currently form number ADOR 05-5432) should be available on ADOR's Web site after
December 31, 2005. The report should be mailed to ADOR at:

Office of Economic Research and Anaysis
Arizona Department of Revenue
1600 West Monroe 9" Floor
Phoenix, Arizona 85007-2650

If you have questions or need assistance, please cal the Office of the Auditor Generd, Accounting Services Divison
at (602) 553-0333, or the Arizona Department of Education, School Finance Operations Unit at (602) 542-5695.
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